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I. INTRODUCTION 


During the past year and a half, as Chairman of the Senate Foreign 
Relations Commitiee, I had a m: vjor responsibility for the shaping ‘of 
the plan for the organization of the Mutual Security Agency and for 
the formulation and passage of the legislation which brought it into 
being and supplied it with the funds to operate. 

I have long wanted to visit each of the countries in which the 
Mutual Security Administration is working and see for myself how 
effectively and successfully it is operating. I wanted to talk first 
hand with our ambassadors and administrators in the field and with 
the principal foreign officials with whom they work. I wanted to talk 
with a cross section of the ordinary citizens of these countries to 
get an impression of their feelings regarding our joint efforts. In 
other ard I wanted first-hand evidence of how effectively our dol- 
lars were being spent abroad. I also desired to urge on key political 
leaders abroad the importance of each country doing its utmost to 
make the maximum possible contribution to our joint effort now and 
to reduce as rapidly as possible its dependence on American aid. 

When I was appointed a delegate to the Interparliamentary Union 
in Berne, Switzerland, I willingly : agreed to the request of the Secre- 
tary of State and the Mutual Security Administrator that I also 
inspect United States missions in as many Western European coun- 
tries as possible. I am reporting my findings in detail to the Secre- 
tary, the Mutual Security Administrator, and the Foreign Relations 
Committee. 

I spent the period from August 13 to 26 in England, Scotland, Den- 
mark, and Germany, and the period from September 6 to 26 in Austria, 
Germany, Belgium, ‘the Netherlands, and France. In Switzerland, I 
took advantage of the opportunity to consult with the Ambassador 
and his staff in Berne and Geneva, even though Switzerland is not 
receiving any MSA assistance. 

In each country that I visited I talked with leading Government 
officials and with representative local citizens, as well as with our own 
officials. All concerned were uniformly frank and helpful in their 
responses to my questions and in furnishing information which I 
requested, but I want to make it clear that the interpretations, con- 
clusions, and recommendations contained in this report are entirely 
my own. 
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Statement of policy 


One of the salient facts of the postwar period is the trend toward 
integration in Western Europe where it is increasingly evident that 
the independent national units would improve their economic and de- 
fense positions by federation or unification. It is in the interest of the 
American people as well as those in E urope that a self-supporting free 
and strong community of European nations be developed as rapidly 
as practicable. Such a development holds promise for restoring in 
Kurope sound economic health, political stability and a capacity for 
defense. These are vital conditions for meeting the threat of Soviet 
aggression, and for providing the best assurance for peace and pros- 
perity in Europe and throughout the world. This fundamental tenet 
of United States policy—assisting the political federation, military 
integration and economic unification of Europe—was recently re- 
affirmed by the Congress. 

The Mutual Security Act of 1952 contains the following declara- 
tions of policy 

The Congress welcomes the recent progress in political federation, + military 
integration, and economic unification in Europe and reaffirms its belief in the 
necessity of further vigorous efforts toward these ends as a means of building 
strength, establishing security, and preserving peace in the North Atlantic area. 
In order to provide further encouragement to such efforts, the Congress believes 
it essential that this Act should be so administered as to support concrete 


measures for political federation, military integration, and economic unification 
in Kurope. * * 


P rogress toward. integration 

The initial major steps were taken in the economic field. After 
World War IT the economies of the European states were on the verge 
of collapse. This collapse was prevented by joint action under the 
Marshall Plan. In the original ECA Act of 1948, the Congress rec- 
ognized the importance of developing i in Europe a broader and deeper 
market by stating: 

Mindful of the advantages which the United States has enjoyed through the 
existence of a large domestic market with no internal trade barriers, and be- 
lieving that similar advantages can accrue to the countries of Europe, it is 
declared to be the policy of the people of the United States to encourage these 
countries through a joint organization to exert sustained common efforts * * * 
which will speedily achieve that economic cooperation in Europe which is essen- 
tial for lasting peace and prosperity. 

The Organization for European Economic Cooperation (OEEC) 
was created in 1948 by Western European states as the international 
body to carry out jointly the recovery aims and purpose.of the Marshall 
Plan. The European Payments Union (EPU) was established in 1950 
to provide a means for settling trade balances among the member 
states and to avoid the rigidities imposed by the bilateral trade and 
payments agreements which characterized the early postwar years. 
The decisions and programs of these central institutions have been 
accepted and implemented by the national members’ governments. 

\lmost simultaneously with action in the economic field, certain 
W estern European states joined with other members of the Atlantic 
Community to pool their defense resources. Within the North Atlan- 

Treaty Organization (NATO), established in 1949, the stage has 
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been set for European military integration. A unified Atlantic Com- 
munity command structure was ¢ reated by the establishment on April 
2, 1951, of a Supreme Headquarters for the European Forces of 
NATO. At Lisbon in February 1952, the member states of the North 
Atlantic Council agreed on the forces each state would contribute to 
the collective defense of the community. ‘These forces for 1952 
amounted to 50 divisions and 4,000 aircraft, together with some aug- 
mentation of naval strength. These figures do not include Turkish or 
Greek forces. 

The goals set by Lisbon may not be fully met in the time specified ; 
however, the deficiency should be eliminated early in 1953. In the 
process, the nations concerned are building up a significant body of 
practical experience in developing unity, cohesion, and a common un- 
derstanding of the problems to be solved. This common understand- 
ing is evident in such matters as the relationship between NATO and 
the OKEC. These organizations are together currently carrying out 
an Annual Review in their respective defense and economic fields. 
NATO, in setting firm military goals for 1953, must reconcile the cost 
of proposed military forces w th economic and political capabilities of 
the member countries. The OEEC Annual Review furnishes the basis 
for NATO to determine the economic capabilities of member states 
participating in both organizations. 

The momentum toward integration picked up speed with the es- 
tablishment of the European Coal and Steel Community (Schuman 
Plan) in July of this year. For the first time in modern Europe a 
specific phase of national sovereignty has been transferred to a supra- 
national authority. The single market which will be instituted by 
six European states (France, Germany, Italy, Belgium, the Nether- 
lands, and Luxembourg) in the basic coal and steel industries repre- 
sents an essential element for achieving great developments in Euro- 
pean industrial production. Upon the creation of this market the 
sovereign powers exercised by the member states over their coal and 
steel industries will be taken over by the Community. This Com- 
munity and not the member governments will have the power of guid- 
ing the coal and steel industries in the six-state area. 

The organs of the Community, executive, ministerial, and parlia- 
mentary, have been organized and the Community is a going concern. 

This accomplishment in the economic field is being followed by 
similar developments in the defense field. This historic year for 
Europe has also been marked by the second great venture in unifica- 
tion, the European Defense Community (EDC). A treaty estab- 
lishing this Community now awaits ratification by the national par- 
liaments of the countries composing the Coal and Steel Community. 
This treaty also provides for a supranational authority, which, like 
the Coal and Steel Community consists of an executive agency, a 
ministerial body to issue directives to the executive arm, and a parlia- 
mentary organ vested with power of control. The striking feature of 
the plan is the complete integration of the armed forces w ith a common 
budget, a central procurement agency, a single Chief of Staff, stand- 
ardization of we: apons, training and military doctrine. 

With these solid achievements the next and most ambitious step 
of all is being considered: political federation. In the difficult nego- 
tiations of both+the Coal and Steel and Defense Community Treaties 
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it became apparent that to guide these forces and to be sure that no 
narrow national interests hinder them, some degree of political unifi- 
cation would be essential. In recognition of this fact, Article 38 of the 
EDC Treaty specifically provides for the formulation of a concrete 
plan for political federation based upon the principle of the separation 
of powers and including, particularly, a bicameral representative 
system, similar to our own in many respects. The driving force to- 
ward unification has led the ministers of the Schuman Plan countries 
to begin work on such a plan as one of the first joint enterprises after 
activation of the Coal and Steel Community and even before ratifica- 
tion of the treaty establishing the Defense Community. 

This short résumé precludes treatment of the enormous problems in 
the path of complete European integration. Chief among these, of 
course, is the still considerable feeling, based upon many generations 
of history, between France and Germany. Problems have also been 
raised by the initial absence of participation by certain European 
states, particularly the Scandinavian countries and the United King- 
dom. The British appear reluctant principally for the reason that 
such undertakings may weaken their traditional links with the Com- 
monwealth. However, the British have established close ties with 
the European multilateral organizations and maintain a mission at 
the seat of the Schuman Plan “Authority. These actions all support 
and promote the integration of Europe and are in themselves evidence 
of the substantial progress that has been made. 


Ill. ROLE OF UNITED STATES AGENCIES IN EUROPE 


The need for a unified United States approach to the achievement 
of our policy objectives is underlined by the growing scope of our 
national responsibilities abroad. This is emphasized when one con- 
siders the day-to-day problems that arise in connection with the par- 
ticipation of the United States in various organizations involved in 
the emerging Atlantic Community and in the administration of the 
sizable economic and military-assistance programs which have been 
voted by recent sessions of the Congress. The strengthening of the 
North Atlantic Community, the promotion of European integration, 
the build-up of defense forces, and the development of sound economic 
and social foundations in Western Europe are so interrelated that 
many branches of our National Government at home and abroad are 
involved and our participation demands a common coordinated 
effort. 

In response to this situation, a new regional office—the Office of the 
United States Special Representative in “Europe (SRE)—was created 
early this year and established in Paris. SRE provides, on a regional 
basis, civilian coordination and supervision of the political, economic, 
and defense activities of the United States Government in Europe in 
the Mutual Security field. United States representation on the inter- 
national organizations such as NATO, OEEC, and the missions being 
established to the supranational organizations, e. ¢., the Schuman 
Plan Authority, is drawn from SRE. This unique Office is the repre- 
sentative of no single department or agency of our Government. The 
United States Special Representative in Europe and Permanent Rep- 
resentative on the North Atlantie Council, Ambassador Draper, 
reports to the President and to the several Departments in Wash- 
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ington. Thus, for the first time the United States has a single official 
in Europe who, as the direct representative of the President, speaks 
for the United States Government as a whole on regional matters and, 
at the same time, is also a direct representative of each Department 
and agency head who has responsibilities for aspects of the Mutual 
Security Program and related activities. 

In the individual countries concerned, the Mutual Security Agency 
and the Department of Defense had already established separate 
country missions to help carry out their respective responsibilities 
under the Mutual Security Act. These missions were functioning 
with the diplomatic mission in a “country team” under the general 
direction and leadership of the United States Ambassador. 

Also, the United States military structure in Europe was reor- 
ganized this year when the President designated Gen. Matthew B. 
Ridgway as Commander in Chief of all United States Forces in 
Europe, in addition to his appointment as Supreme Allied Com- 
mander of those Forces in Europe assigned to NATO. General 
Ridgway in turn delegated his United States functions to his Deputy, 
Gen. Thomas T. Handy. 

These organizational arrangements are a reflection of two needs 
in the carrying out of United States policy in Europe: first, to pro- 
vide central coordination and direction of the several United States 
agencies which have responsibilities in Europe; and second, to give 
our government a regional organization which can deal with the 
develo ying regional organizations of Europe. 

I behets. however, that a good deal more can still be done to im- 
prove administrative efliciency in Europe and to eliminate surplus 
personnel whose functions sometimes overlap. 

I recommend that the Department of State, the Department of 
Defense, and the Mutual Security Agency give continuing attention 
to this problem and that the C ommittee on F oreign Rel: ations look into 
it particularly during the Committee’s 1953 consideration of the 
Mutual Security Program. 

Office of the United States Special Representative in Europe 

The present organization of the Office of the United States Special 
Representative in Europe (SRE) brings together in one organization 
in Parts the political and defense elements of the United States NATO 
delegations, formerly in London, and the regional Office of the ECA 
Special Representative in Europe, already established in Paris under 
the Marshall Plan. The first step in the consolidation of these United 
States regional organizations in Europe took place in January of 
this year with the : appointment of Ambassador Draper and was com- 
pleted somewhat later with the transfer of the delegations from 
London. 

Ambassador Draper, or members of his staff, serve as United States 
representatives or observers on the North Atlantic Council, the U. N. 
Economic Commission for Europe, the Organization for European 
Economic Cooperation, the Managing Board of the European Pay- 
ments Union, and the Coal and Steel Community. SRE also follows 
closely the activities of the Council of Europe and other intergovern- 
mental organizations in Europe. 


25717—52——-2 








6 REPORT ON WESTERN EUROPE 


The SRE staff is drawn primarily from overseas personnel of the 
Departments of State and Defense MSA, and members of the United 
States Armed Forces. Personnel are assigned to functional units 
without primary regard to the service or agency from which they are 
drawn but rather on the basis of their qualifications and the needs of 
the organization asa whole. The officers are responsible to the Special 
Representative for a unified operation to implement on a regional basis 
the policies established by the United States. SRE is subdivided into 
three main functional offices: 

(1) The Office of the Deputy for Political Affairs under Ambas- 
sador Livingston T. Merchant, who serves as Alternate United States 
Permanent Representative on the North Atlantic Council and is the 
principal adviser to the Special Representative on all regional political 
matters, particularly with respect to NATO. 

(2) The Office of the Deputy for Economic Affairs under Mr. Paul 
R. Porter, who serves as Alternate Representative on the Council of the 
OEEC and is the principal adviser to the Special Representative on all 
economic matters pertaining to the Mutual Security Program in 
“urope. 

(3) The Office of the Deputy for Defense Affairs under Mr. Luke 
W. Finlay, who is responsible for the defense aspects of the Mutual 
Security Program, such as the preparation of the SRE position on 
various NATO committees dealing with defense matters, the program- 
ing of offshore procurement, the review of intrastructure projects, and 
the development of a sound defense production base in Europe. 

These iene are supported by a Policy and Planning Staff and the 
usual staff offices. The SRE staff still totals something more than 500 
employees which represents a reduction of only 10 percent from the 
total staff of the three former United States regional organizations 
which were consolidated in SRE. Despite the addition of a few new 
responsibilities of SRE, I believe there is room for further staff 
reductions. 

SRE objectives.—The mission of SRE is to make at the regional level 
the most effective United States contribution to the objectives of the 
Mutual Security Act and to the ultimate goal of North Atlantic secur- 
ity. This entails continuing efforts, in cooperation with our European 
partners, to (1) support concrete measures for political federation, 
military integration, and economic unification; (2) strengthen the 
North Atlantic Treaty Organization, both in the work of the Council 
and that of its International Staff: (3) achieve the maximum effec- 
tive military build-up in NATO countries and within the NATO 
commands, including the EDC, consistent with economic and political 
capabilities; (4) cooperate in measures to establish and preserve strong 
economic and social foundations in Western Europe; (5) engender in 
the peoples of Europe a fuller understanding of the reasons for and 
the urgency of the NATO military build-up and of the necessity for 
presenting a solid front against aggression in any form. 

United States European Command 

On August 1 of this year the Headquarters of the United States 
European Command was established. As already noted, this action 
placed under the command of General Ridgway and his Deputy, Gen- 
eral Handy, all United States Forces (Army, Navy, and Air) in 
Europe. The consolidation of the military functions under a unified 


iLL STON IGN NOG A STE ONL I ROE NEE IO NN. WON SE NRA pCR me 





ae te 


SETS PATS NC TRIN CN NRE Me AD om 2 


REPORT ON WESTERN EUROPE 7 
conunand in Europe also brought together under General Handy those 
aspects of the Mutual Security Program for which the military have 
responsibility. P 

General Handy’s Headquarters in a sense became the military re- 
gional office as Ambassador Draper’s organization is the civilian re- 
gional office. These two regional offices maintain close working re- 
lations. Although General Handy’s Headquarters are located at 
Frankfurt, Germany, because of the acute housing shortage in Paris, 
General Handy has established a liaison office in Paris under Admiral 
Coe to work with SRE and SHAPE. 

The Military Assistance Advisory Groups (MAAG’s), the military 
missions at the country level, are supervised and administered by Gen- 
eral Handy. The Military Assistance Division is the principal staff 
office at Headquarters European Command responsible for planning, 
formulating, coordinating, and supervising the implementation of the 
military aspects of the Mutual See urity Program. 

The coordination being effected in Europe between SRE and General 

Handy’s Headquarters can well be illustrated by reference to the 
Offshore Procurement Program (OSP). When the House Committee 
on Foreign Affairs was considering the Mutual Security Bill of 1952 
it made the observation that— 
With regard to offshore procurement, careful coordination is imperative to 
minimize duplicate buying by separate military services and unnecessary strain 
on local markets. The advantages of establishing an agency for centralized 
procurement in Europe would appear obvious (H. Rept. 1922, 82d Cong. 2d Sess., 
p. 42). 

Although no such centralized procurement agency has been estab- 
lished and the actual contracting functions still remain with the three 
military services, steps have been taken to accomplish the objectives 
stated by the House committee. Thus, SRE’s recommended fiscal year 
1953 OSP program, which was forwarded to Washington on Sep- 
tember 16, represents the coordinated efforts of all elements in 
Europe, first, by United States European Command to set the military 
requirements list in light of SHAPE priorities from which items for 
OSP are selected ; second, by the three Services to determine procure- 
ment feasibilities; third, by the country teams to determine available 
production sources and recommend desired sources: and, finally, by 
SRE providing over-all programing, coordination, and reconciliation. 
The results of this system should be reviewed in the light of experience 
before it is evaluated. 

Country teams 

The country team was established pursuant to an Executive order 
of the President. Under this order the chief of the diplomatic mis- 
sion in each country is charged with coordinating the activities of all 
United States representatives in such country who are engaged in 

carrying out the programs under the Mutual Security Act. The essen- 
tial function of the country team is to assure the unified development 
and execution of such programs in a manner which is consistent with 
and in furtherance of established United States policy. The various 
elements of the country team receive their policy guidance and diree- 

tion, respectively, from the Department of State, the Department of 
Defense, and the Mutual Security Agency. Under such circumstances 
coordination of their activities by the United States Ambassador is 
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essential. From a regional point of view, guidance is obtained from 
SRE. SRE also has certain supervisory 1 responsibilities for the MSA 
missions in E urope. These missions are located in most of the OLEC 
countries (some of which are not members of NATO) and also in other 
European countries such as Yugoslavia, which receives United States 
military and economic aid, and Spain, with which we are currently 
negotiating concerning military and economic assistance. 

‘These arrangements are designed to insure that the position taken 
by the United States representatives in one country is sang nt with 
the position on the same matter taken in another country. By dealing 
bilaterally with individual countries through the country teams and 
multilaterally with the same countries through international organi- 
zations at the regional level, we are able to exert our maximum 
influence in accomplishing United States policy objectives. 


IV. REVIEW OF THE POLITICAL SITUATION 


Although United States economic aid has assisted Western Europe 
to overcome the disastrous political consequences of economic chaos 
following World War II, the situation created by Soviet policies has 
imposed new demands for military strength on Free Europe at a 
very early stage in its rehabilitation. It is only with difficulty that 
the psychological and economic strength to meet this threat can be 
mustered. However, as already noted, many concrete steps, catalyzed 
by the aggressiveness of the U. S. S. R., have been taken this year 
toward unifying Europe and strengthening the North Atlantic Com- 
munity. 

The signature of the Contractual Agreements with the Federal Re- 
public of Germany on May 26 at Bonn marked a significant date for 
Germany and for all Europe. The agreements, when ratified, will 
mean for Germany almost complete independence and her return as 
a full member of the community of free nations. For Europe as a 
whole they represent a major step in Western integration because of 
the agreement of the German Government to join the E juropean De- 
fense Community and to contribute to Western defense. More spe- 
cifically the agreements imply (1) the repeal of the Occupation Sta- 
tute; (2) the abolition of the Allied High Commission and the nine 
Land Commissioners’ Offices; (3) the change in the status of the 
foreign armed forces stationed in Germany from occupation troops 
to defense forces; (4) the granting of internal sovereignty and nearly 
complete external freedom to Germany in the conduct of its own af- 
fairs; and (5) the replacement of the High Commissioners by United 
States, United Kingdom, and French Ambassadors. However, be- 

‘ause of the position of a divided Germany, the United St: ates, the 
U nited Kingdom, and France will continue to hold certain powers as 
follows: (1) the right to station and maintain the security of allied 
forces in Germany, including the right to declare a state of emergency ; 
(2) maintenance of allied control over West Berlin: and (3) the con- 
tinuation of certain powers over Germany as a whole, including ques- 
tions of German unification and the German peace settlement. 

The European Defense Community Treaty (EDC) signed by rep- 
resentatives of eo Germany, Italy, and the Benelux countries 
as tig reciprocal security guaranties between the North Atlantic 
Treaty Organization a nd EDC. Further, there has been given a Brit- 
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ish security guaranty to the EDC, and a United States-United King- 
dom-French_ declaration emphasizing the abiding interest of these 
three countries in the effectiveness of the EDC Treaty. The relation- 
ship between NATO and the EDC reflects the progress made toward 
a stronger and more self-reliant Europe within the North Atlantic 
Community. The guaranties undertaken between NATO and EDC, 
and the Treaty of Alliance between the United Kingdom and the 
states of the EDC contribute to possibilities of EDC becoming truly 
effective and to strengthening Attantie defense. 

The coming into force on ‘July 2 5 of the European Coal and Steel 
Community (the Schuman Pl: in) pce the establishment of missions 
from the United States and the United Kingdom to maintain close 
relations with the Coal and Steel Community are most welcome. Jean 
Monnet of France has now been named President of the High Author- 
ity, and the first session was held in Luxembourg on August 10. It is 
encouraging to note that the initiative in these steps has been Euro- 
pean, largely French and German. 

In the growth of the European Coal and Stee! Community and the 
European Defense Community the member states felt that some sort 
of integrated political control over these powerful forces would be- 
come essential. Such a structure is envisaged in the treaties, and 
negotiations to create it have begun. United States foreign policy 
must bear in mind North American relationships to these new forces 
evolving in Europe. Britain’s Foreign Secretary has pointed up a 
similar problem for the United Kingdom, and his tirst approach to an 
answer Is the so-called Eden Plan, which would bring the new Euro- 
pean communities into the framework of the Council of Europe. 

In general in Europe, forces of the moderate right and left are al- 
most equal, and opposed by extremists with considerable bitterness. 
No government has a pg comfortable Sey. Socialists dominate 
the government only in Norway and Sweden but are a potent oppo- 
sition everywhere ine The threat of Communist agitation and sub- 
version continues; but, numer ically, organized Communist forces are 
important only in France and Italy. 

‘The country-by-country situation may be summarized as follows: 

In Britain the recent Trade-Union Conference indicated that or- 
ganized labor and the Labor Party will support the Government’s de- 
fense measures, notwithstanding the opposition of the Bevan group. 
(Nevertheless, this support might have to be withdrawn in the face of 
demands for the defense program which would unduly aggravate in- 
ternal differences.) In this light the Conservative Government in 
Great Britain is forced to weigh the possibilities of meeting its de- 
fense commitments against the necessity of maintaining economic 
stability. 

In France a delicately balanced right-center government is wrestling 
with critical inflationary threats, while being attacked by De Gaul- 
lists on foreign policy (in which Socialist support is unfrie ndly and 
critical) and by Socialists on domestic issues. The Communist Party 
has weakened continuously since the war but still has a voting strength 
of 5 million. The French Communist Party was badly defeated in 
trying to organize demonstrations against General Ridgway, and 
consequently is now undergoing an internal purge and reorganization. 
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In Belgium, where economic recovery has come rapidly, on the 
political front a delicate 8 ance exists between the Social Christians 
(the Catholic party now in power) and the Socialists. These two 
groups have traditionally on seen eye to eye on political issues. The 
Social Christians comprise principally the Flemish population. The 
eer are largely Walloons, living in the industrialized south- 

astern part of the country, who, although also Catholic, are more 
secular in their politics. The Belgian Socialists pressed the Govern- 
ment into a long debate on the lenoth of the term of service for the 
military in the European Defense Community, obliging it to reduce 
in practice the term of service from 24 to 21 ‘months until the other 
EDC countries adopt a uniform policy regarding the issue. The 
recent Socialist triun iph i in communal e ‘lections weakened the Govern- 
ment and as a consequence the Government must proceed with extreme 
caution 

In the Netherlands the elections on June 25, 1952, showed a slight 
increase in the strength of the moderate Socialist Party, and the seats 
in the Second Chamber are now equally divided between the two major 
parties, 1. e., the Socialists and the Catholic People’s Party. Com- 
munist strength is not significant, and the Dutch appear determined 
to meet their NATO commitments. 

In Germany a major issue is that of unification. Soviet policy, by 
means of its recent notes to the three Western Powers, has made every 
effort to confuse the Germans and hinder the ratification of the Con- 
tractual Agreements and the European Defense Community Treaty. 
To counterbalance this the Western Powers have paid special atten- 
tion to developing procedures for examining and incorporating the 
West German defense program on a basis as nearly equal as possible 
to the programs of the other NATO countries. The Saar issue is a 
difficult political question for France and Germany to resolve; con- 
stant efforts toward its solution are being made with varving success 
through recent French-German discussions of this problem. 

One of the most striking facts in Europe is the amazing economic 
recovery of Western Germany. The rapid and encouraging progress 
which has been made is a tribute both to the energy of the German 
people and to the administration of the occupying powers. If this 
progress is to continue and if the German people are to play their full 
part in their own self-defense, it is essential that their resources be 
integrated with those of the other countries of Western Europe. To 
this end, in both Germany and France, I strongly expressed my earnest 
hope that the Contractual Agreements between the United States, 
United Kingdom, France, and the Federal Republic of Germany, and 
also the treaty establishing the European Defense Community, be 
ratified at the earliest possible date. 

In Austria the key political problem is that of the Peace Treaty. 
The Western Powers and the Soviets appear to be poles apart on this 
issue and whereas the Western Powers proposed moving forward 
with an abbreviated treaty for Austria, the Soviets rejec ted that offer 
and continue to demand that the unagreed-upon articles of the present 
Austrian Treaty draft be discussed. 

Like Germany, Austria has also made great economic progress, 
especially in view of the enormous obst: icles which have been inter- 
posed by the Soviet occupation. The Austrian people have shown a 
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high order of courage in resisting Russian demands, and they deserve 
the admiration and assistance of ‘the entire free world. 

In Denmark the government is a coalition of the Conservative and 
Farmers parties which have a combined strength in the legislature 
equal to that of the Social Democrats. There is substantially full 
agreement between the Government and the Social Democrats on 
foreign policy and the Danes are strong supporters of NATO, even 
though this has meant reve rsing their historic tradition of neutrality. 

Soviet policy is obviously aimed at obs tructing progress toward 
effective North Atlantie de fe nse. The series of notes on Germ: any ex- 
changed between the Western Powers and the Soviet Union clearly 
reflect this point. It appears certain that the Soviets are using these 
responses purely for propaganda. In its most recent note to the 
Western Powers the Soviet Government again played the theme pro- 
posing an October Four-Power meeting to discuss (1) the preparation 
of a peace treaty, (2) the formation of an all-German government, 
and (3) the conduct of free all-German elections. What is notable 
is the order in which these three issues are to be taken up. ‘The West- 
ern Powers, after consultation, were prompt to state that free all- 
German elections were highly important, and suggested an early 
Four-Power meeting—possibly in October—to consider how celal 
tions for free elections could be created. 

I do not believe that popular opinion in Europe, hopeful of peaceful 
East-West reconciliation, has been deceived by clumsy Soviet evasions 
of Western offers to unify Germany on the basis of free elections and 
to negotiate a settlement with its elected government. Soviet offers to 
permit the rearmament of Germany at the price of renouncing German 
collaboration with the other free states could not be accepted and was 
not enthusiastically received in Germany. The greater isolation of 
East Germany from the West and the creation of an East German 
Army have also had little effect on the course of evolving German- 


NATO relations. 
North Atlantic Tre aty Organization 


The reorganization and concentration of the United States regional 
activities in Paris has followed closely upon the move of the North 
Atlantic Council, NATO's high iar al body, from London to Paris. 
The Lisbon Conference last February created the post of a civilian 
Secretary General for NATO, who directs his International Staff in 
carrying out the North Atlantic Council decisions. Lord Ismay of 
the United Kingdom was designated the first Secretary General. He 
has a long and valuable background of military experience and civilian 
government responsibility. He has a Deputy Secretary General, Mr. 
H. van Vredenburch, under whom there are three major divisions. 
Mr. Sergio Fenoaltea of Italy is Assistant Secretary General for 
Political Affairs, and his Deputy, just appointed, is Mr. Hugh Cum- 
ming of the United States, a veteran Foreign Service officer, particu- 
larly familiar with European political problems. Mr. Rene Sargent 
of France is the Assistant Secretary General for Economic Affairs. 
Mr. David Luke Hopkins of the United States is Assistant Secretary 
General for Defense Production. His deputy is also an American, 
Charles Brown. The United States NATO Delegation has made every 
effort to obtain for the International Staff the most highly qualified 
persons available. It is continually trying to strengthen the Inter- 
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national Staff and assign to it all suitable responsibilities with refer- 
ence to regional matters. 

The North Atlantic Council decided at Lisbon last February to 
review each year the defense efforts of the parties to the North Atlantic 
Treaty. The review is designed to see how far the NATO countries 
have come in preparing against the Soviet threat, and even more im- 
portantly, to arrive at firm decisions as to each countr y’s defense effort 
for the ensuing calendar year to achieve the greatest military security 
for the NATO area out of the available resources. The review will 
also arrive at provisional and planning force goals for 1954 and 1955, 
respectively, so that contracting and other preparations can take place 
in 1953. These decisions require a careful balancing of military needs 
and risks against the need to maintain a sound economic and political 
structure in each of the NATO countries. In essence, the review will 
be aimed at obtaining the most rapid practicable military build-up. 

Under the direction of the North Atlantic Council, the International 
Staff and a Committee of all national delegations have sent to. member 
countries a detailed questionnaire asking for information covering 
forces, their states of readiness and numbers, military production, eco- 
nomic capabilities, and annual recurring costs. 

While no serions folling short of the force goals established for 
December 1952 by the Council at its Lisbon Meeting is anticipated, 
the best available estimates indicate that, particul: arly with regard to 
equipment, there will be gaps between country plans and the prelimi- 
nary December 1953 force goals established by the NATO Military 
Representatives Committee. Only after realistic 1953 force goals have 
been determined during the current annual review, will the provisional 
and planning goals for a further build- up in 1954 and 1955 be set. 
Factors affecting this situation are: 

(a) The economic situation in all European countries and par- 
ticularly in the United Kingdom and France, and the coming 
major elections in It: aly may ‘limit those countries’ ability to ex- 
pand defense spending and raise new forces during 1953. 

(+) There has been a tendency in Europe to relax military ef- 
forts because of the false impression that the Soviet threat has 
diminished. 

(c) Future costs of maintenance and necessary replacement 
within any given forces and equipment build- up are being studied. 
This is of particular interest to the United States because of its 
implications for Europe’s dollar balance of payments, should it 
be necessary to finance dollar imports of spare parts and ammuni- 
tion in order to maintain military end items provided by the 
United States. 

(¢d) There is considerable wishful thinking among European 
governments, based on speculation, that new American weapons 
will shortly reduce the need for a further large and costly forces 
build-up. 

Considering the very real politico-economic limitations on NATO 
countries’ defense e xpenditures and the limitations on United States 
assistance, this year’s annual review will try not only to assure the 
maximum total NATO forces, but to Ls ake an extremely careful analy- 
sis of the composition of the total NATO defense program, and the 
programs by country, to assure that within available funds earmarked 
for defense the maximuin effective, balanced forces can be obtained. 
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Vv. REVIEW OF THE ECONOMIC SITUATION 


The past year has seen a strengthening of economic as well as politi- 
cal cooperation among the countries of Western Europe. The OEEC 
continues to play a prominent role in this field. With the 18 Marshall 
Plan countries of Western Europe participating, and with the United 
States and Canada as associate members, the work of this organization 
is directed toward the creation of an integrated and a self-supporting 
European economy. 

Outstanding examples of the accomplishments of the OEEC are 
found in its Trade Liberalization Program designed to reduce trade 
barriers and expand intra-European trade; and the European Pay- 
ments Union, which provides a system for settlement of trade balances 
among member countries. The European Payments Union (EPU) 
was made possible through a sizable contribution of United States 
dollar aid in 1950 as a step to further European recovery. In June 
of this year, the EPU was extended beyond its original charter, and 
its members have undertaken to make further contributions to its 
convertible assets if that becomes necessary, without recourse to direct 
help from the United States. The significance of these two programs 
is emphasized by the fact that production levels and the volume of 
trade between European countries have taken rapid swings upward in 
the 2 years following their establishment. 

As mentioned above the OEEC is now under the leadership of Brit- 
ish Foreign Minister Anthony Eden. Although it began as the Euro- 
pean group to help carry out the aims of the Marshall Plan, it contin- 
ues today as the forum for closer harmony of economic policy and 
economic integration. 

The degree of success achieved by the Coal and Steel Community, 
established to carry out the concepts of the Schuman Plan, will have 
a direct bearing on further economic integration. Moving more 
boldly in the direction of a single market, the results of this experi- 
ment are being watched by those who have similar hopes for other 
sectors of the European economy; an agricultural pool, and an inland 
transportation pool are being discussed at this time. These programs 
may pave the way for the transition from a European market divided 
into many small compartments to a single, competitive unit. 

Support for the Defense Effort 

The European NATO countries are continuing to raise the level 
of their defense expenditures. By the first quarter of this year, they 
were approximately double the pre-Korea rate. Additional increases 
above that rate are still possible, although the exact magnitude of 
this added contribution will not become clear until the NATO Annual 
Review is further along. To insure that this year’s Defense Support 
Aid appropriated by Congress under the Mutual Security Program 
is granted to those countries whose defense programs and defense 
budgets show the greatest need and merit for this assistance, the 
Mutual Security Agency is withholding all final commitments on 
amounts of aid for the full fiscal year until the data to come from the 
Annual Review are available. 

The extent of further increases in defense budgets that the European 
countries will be able to undertake during the coming months will 
depend to a large degree on further economic expansion, and on the 


25717—52 3 











14 REPORT ON WESTERN EUROPE 


achievement of greater stability in international trade. A few coun- 
tries, even at present levels of production, could afford higher defense 
outlays—and we are endeavoring to get these countries to raise their 
sights—but the most effective approach to raising defense budgets in 
‘Europe to the levels required for a successful ac hievement of the Lis- 
bon program will be through increasing production and productivity. 
As Ambassador Draper stated in his address to the Atlantic Com- 
munity Conference at Oxford, England, on September 12: 

Europe must become more productive—and at more competitive prices. This 
ineans harder thinking, and harder work. This means creating a wider market, 
a market freed of trade restrictions and cartel arrangements which hinder mass 
production and mass selling. It also means a deeper market—a market con- 
tinuously expandable by reason of the ability of workers, with a rising standard 
of living, to buy increasingly the fruits of their production. 

While the job of increasing productivity is one which the countries 
of Europe must do for themselves, the United States Congress has 
shown the importance it attaches to this task through adoption of the 
Moody Amendment to the Mutual Security Act of 1952. This 
Amendment creates a fund of $100 million to be used in Europe “with 
a view to stimulating free enterprise and the expansion of the econo- 
mies of those countries, with equitable sharing of the benefits of in- 
creased production and productivity between consumers, workers, and 
owners.” The proposals submitted by the various countries for par- 
ticipation in this program are being reviewed at this time. 

Current Economie Developments 


Although many economic problems remain unresolved and, in some 
instances, additional difficulties have developed, the general economic 
trend over the last 6 months has been one of improvement. 

Favorable aspects included an alleviation of the French and United 
Kingdom trade crises which had drained off more than $2 billion of 
the latter country’s gold reserves in the 9-month period ending March 
31, 1952. Production of steel and other metals essential for defense 
established record highs in the first 6 months of this year. The pres- 
sures of inflation have tended to diminish, and the wholesale price 
index in most countries was only slightly higher—and in many in- 
stances lower—than in the comparable period of a year ago. 

Unemployment, on the other hand, was higher during this period 
than at any time in the last 2 years. <A large factor in this develop- 
ment was the continued low demand for consumer goods, especially 
textiles. In the United Kingdom and Denmark, unemployment in 
May 1952 was much higher than May a vear ago. France and Ger- 
many registered the only improvements, and these were of small 
magnitude—2 and 5 percent respectively. The present condition of 
the consumer-goods market is viewed by many observers as a tempo 
rary recession which resulted from overstocking of inventories follow- 
ing the Korean crisis and which will gradually return to more normal 
levels. 

The Kuropean trade defiert with the rest of the world continued 
to be a major problem for most countries, although emergency meas- 
ures imposed by France and the United Kingdom have tended 
improve the position of those countries. In both cases, however, the 
improvement was due more to temporary expedients such as United 
States aid and curtailed imports than to permanent factors such as 
mnereased exports. 
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The Dollar ¢ Gap 


The problem of the so-called dollar gap—the inability of Western 
Europe to earn the dollars it needs to pay for necessary imports from 
the United States and Canada—has become more serious. It appeared 
to be on the way to solution before the outbreak of the Korean con- 
flict, but the economic dislocations resulting from that war have 
intensified European balance-of-payments difficulties. The stepped- 
up rearmament pace has also been an important factor. While the 
roots of this dollar gap problem go back almost 30 years, its gravity 
and its significance in relation to a strong, self-supporting European 
economy have increased. Europe must become more productive, the 
structure of its economy must move tow: ard a more price-consc ious 
business and commercial establishment, and ways must be found to 
attract foreign capital investment, both in the metropolitan and the 
overseas areas. On the United States side, we must be prepared to 
buy more from Europe if the markets for our exports to Europe are 
to be maintained, and if the necessary materials for supplying her 
productive capacity, both for defense and for raising her standards 


| of living, are to be obtained without a continuation of United States 

aid, 

It is encouraging to find that the governments of Europe, too, are 
considering this problem, and have indicated a sincere interest in 


solving it. The OEEC, following agreement Wy its Council of Min- 
isters, is now in the process of preparing a report which will point up 
the fundamental aspects of this problem. 


VI. REVIEW OF THLE DEFENSE SITUATION 
General 


The North Atlantic Treaty nations are now showing solid results 
in the development of effective armed forces, although the force goals 
for 1952 set by the North Atlantic Council at its Lisbon meeting in 
February will probably not be fully reached by the end of this year. 

There can be no question that the larger countries, given the means, 
can field, and in fact already have fielded, substantial forces for NATO, 
while at the same time the smaller countries, remembering the devasta- 
tion of World War II and their more limited resources, are achieving 
real progress toward making their fair contribution in arms and men 
to the united effort. 

Generally, the more serious problems which the NATO nations 
have faced and against which their achievements are to be measured 
include the following: 

(7) Insufficient military funds; 

(>) Shortages of essential items of combat equipment ; 

(c) Difficulties in providing the men, mone y, and material for 
the continued training of reserve personnel and reserve units; 

(d) The present lack of supporting units to service combat 
forces in sustained operations; 

(e) Shortages in experienced instructors and qualified mainte- 
hance personnel, 

With few exceptions, the NATO country forces have had or are 
rapidly developing the ability to receive, maintain, and utilize all 
MDAP equipment now programed, and the Military Assistance Ad- 
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visory Groups (MAAG’s) are working to overcome remaining defi- 
ciencies in this respect. Every effort is made to avoid sending equip- 
ment, even though programed, to a country until it is ready to utilize 
it properly. 

Almost without exception, training, particularly of recruits, has 
markedly improved throughout, due in large part to the influence of 
the MAAG’s, improved courses of instruction, the enthusiasm of re- 
turning MDAP trained personnel and lengthened terms of service in 
many countries. Improvement in morale has been steady, both among 
the people | generally and in the Armed Forces. The still strong Com- 
munist parties in France and Italy continue to give concern, but over- 
all there is increasing support for the NA TO concept of an integr ated 
Western Defense. 

( ountry reviews 

Within available resources depleted by two world wars, and despite 
10 years of austere living conditions, the British people are making 
a superior defense effort and would unquestionably fight and fight well 
to maintain their security. The effectiveness of their “Army, Navy, and 
Air Force is limited, not by factors of morale, command, or training, 
which are excellent, but by shortages in equipment and in logistic 
resources. Thus, the military build- up has been conditioned by 
scarce raw materials, by delays in machine-tool deliveries, by skilled 
labor shortages, but above all by the stresses and strains upon the 
British economy and the continuing difficulties of maintaining eco- 
nomic recovery and stability at home. 

The Belgians are an industrious and creative people who strongly 
support the North Atlantic Defense Program. Within this pros- 
perous nation the Communist Party is small, though troublesome, and 
there is little serious danger from subversive elements. While the 
Belgian Army is considered well trained and organized, the Navy has 
existed only since World War II and a modern effective Air Force is 
still in its infancy. Factors affecting the development of these forces 
have included difficulties in maint: lining sufficient effective personnel 
on active duty and consequently in providing the necessary training in 
modern methods and weapons and a limited logistics system for sus- 
tained combat support. 

The plans and programs Belgium has drawn for its forces show its 
deter an ition to meet NATO commitments, but achievement will 
continue to depend upon the availability of adequate equipment and 
supplies from all sources. 

With a population of 300,000, Luxembourg clearly can bear only a 
small portion of the military effort of NATO. At present the country 
has no air force units, a of course, no navy. Moreover, the Army 
could only be effective for NATO purposes when operating with other 
forces, which could provide necessary support. However, within 
such limitations of size and resources, the Luxembourg ground units 
can make their contribution to NATO, can absorb and properly 
utilize programed MDAP equipment, and can be supported within the 

cape abilities of this prosperous country. 

The effectiveness of te inds forces is steadily increasing, but 
again the country has been faced with the recurring problems of 
equipment shortages and limited logistic resources, which are being 
overcome to some degree by a steady economic recovery. The Nether- 
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lands has also been faced with the problems of raising sufficient active 
duty personnel to man cadres and provide proper training. The Dutch 
have an ambitious naval construction program which in time will 
make a very real contribution to NATO forces. 

The Danes have shown increasingly strong support for the NATO 
concept, and the Danish Government has taken progressive steps to 
increase the effectiveness of its armed forces. Individual conscript 
training is thorough, complete, and effective, but shortages of equip- 
ment and limited personnel and facilities for advanced instruction 
have been retarding factors. The Government has also encountered 
serious problems in achieving an adequate manpower build-up and 
in providing necessary support units and rear-echelon facilities. As 
these problems are overcome, Denmark can achieve within its resources 
a larger defense contribution. 

Historically, France has been one of the major land powers of 
Europe, with a long tradition of ational military service upon which 
to rebuild the strong forces which the French people deeply desire 
today. Although the Communist Party still swings a strong voting 
bloc, it has suffered serious set-backs during the past months, and 
potential for subversive activity has been seriously weakened. It 
may be noted that the French High Command has selected some of 
its finest troops to man the highly mobile, well equipped and trained 


Republican Guard companies which have the mission of suppressing 
fifth column activities. 


aaa 


itv of aaaaae manpower is nota mat min Ye rance as it is in cer tain 
other countries. The major factors which have delayed the build-up 
and condition the effective use of French forces include: 

(a) The severe drains of the Indochina campaign on both 
equipment and trained manpower. 

(6) Difficulties of the Government in facing up to the economic 
problems which must be solved if the maximum military effort 
is to be made. 

(¢) Lack of critical equipment and of sufficient military funds. 

(7) Slender logistic resources to support sust ained operations. 

French forces have the ability to receive, maintain, and utilize 
MDAP equipment programed for delivery if French budgetary sup- 
port is adequate. There can be no doubt that deliveries to date have 
raised the combat potential of all three French services, and that 
training conducted under the MDA’ program, both in Europe and in 
the United States, has added markedly to the French ability to conduct 
their own schooling in modern methods and weapons in the future. 


Offshore procurement 


The major United States objective for offshore procurement (OSP) 
is to develop an industrial base in Europe sufficient to permit the 
NATO countries to stand on their own feet in support of their defense 
forces. As our Senate Committee on Foreign Relations said in its 
report on the mutual security bill for 1952, “It is essential that Euro- 
pean capacity to make her own defensive weapons be built wp rapidly 
so that when American military aid ceases Europe will be able to pro- 
vide for her own productive capacity. Offshore procurement com- 
bined with defense support will help speed up this process” (S. Rept. 
1490, 82d Cong., 2d sess., p. 25). OSP contracts have been placed, 
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with MDAP funds, by the procurement agencies of the Army, Navy, 
and Air Force for amounts and types of items falling within the cal- 
culated requirements of the European defense build-up and in accord- 
ance with criteria including the following: 
(a) Is the cost justifiable in comparison with procurement 
in the United States ? 
(6) Will there be unacce pti able del: ays in delive ry ¢ 
(¢) Will execution of the contract have any seriously adverse 
effect on United States economy, employment, or industrial 
mobilization ? 
(7) Will the contract in any way compromise United States 
ecurity interests / 
The history of ol hore procurement in fiscal 1952 reflects the re- 


markable success th which the procurement officers of the three 
services met the unusually difficult problem of letting a large number 
of contracts in a very short period. At the time of the Senate com- 


mittee’s hearings we spring on the mutual security bill for 1952, 
Ambassador Draper could only report that bids had been solicited in 
Europe for some $150 million worth of military items, but by the end 
of fiscal year 1952 the services had placed contracts totaling some 
$729.3 million. 

Broken down by procuring service the record is as follows: 


MDAP funds Other funds 


o sash, S38. 336 $66, 154, 992 
\ \ 199, O75 ; 7950 651 
she YS, 13° 15, 816, 507 





ital 639, 427, 806 89, 922. 150 


Broken down by country, each received the following: 


Belgium $47, 147, 966 | Netherlands ; $11, 371, 777 
Denmark ; 6, 000, 926 | Norway », 133, 423 
France 351, 111, 725 | United Kingdom ‘ TS, 365, 558 
Greece 10, = 565 | Non-NATO * _ 46, 189, 936 
Italy ‘ 142, 336, 935 _ 7 my 
Luxembourg : : 277, 145 ‘Total S729, 349, 956 

The great bulk of procurement in such countries as Switzerland and Sweden was pro 
vided out of “other funds” of the three services, not for off-shore procurement of end-items 


for NATO countries, but to purchase goods for the direct support of United States forces 
in Europe 

Representative of the problems encountered in the 1952 program 
are the following: 

(a) The lateness of enactment of Fiscal Year 1952 appropria- 
tions and resultant delayed provision of funds and procurement 
directives; 

(6) The inevitable conflict in some cases in reconciling desir- 
able political, military and economic objectives for OSP with the 
strict provisions of the Armed Services Procurement Regulations 
designed for procurement in the United States; 

(¢) Delays and difficulties in negotiating bilateral, intergov- 
ernmental understandings and obtaining egreement of European 
governments to the mandatory United States contract clauses; 

(¢d) Other factors such as compliance with requirements on 
taxes, labor clauses, patents, renegotiations and translation of 
specifications. 
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In many instances the procuring services have succeeded in effecting 
major savings below what similar equipment would cost when ie 1 
in the United States and shipped to Europe. This has been done 
through the requirement that prices compare reasonably with United 
States prices for similar items, through competitive bidding, and 
through downward negotiation of mitial offers. 

It is also becoming increasingly clear that prices effectively lowered 
by competition for OSP contracts may also serve as a lever for the 
he uropean governments to use in obtaining lower prices for their own 
military production contracts, thereby earning an indirect return for 
the dollars spent by the United States. However, price is only one of 
the key considerations for OSP, the most inportant of which is the 
» jlacement of contracts so as to deve lop a strategically located defense 
base capable of taking over a larger and larger portion of support for 
Europe's forces at far greater long-range savings to the United States 

In developing the fiscal year 1953 program, the United States 
through the Office of the United States Special Representative in Ku- 
rope has elicited the assistance of the NATO International Staff in 
production studies and in tying OSP more effectively to locally 
financed European military programs. A major example of this co- 
operation is in the aircraft field. The Staffs study of aircraft pro- 
duction possibilities resulted ina program for the m: anufacture of $400 
million worth of several types of jet combat aircraft in England, 
France, Italy, Belgium, and the Netherlands. ‘The United States will 
buy S225 million worth of the planes, and $175 million worth will be 
bought by the European countries involved. 


Jnfrastructure 


Lufrastructure is a term derived from a French word used to de 
scribe the road bed of a railway. It was adopted by the Western 
Union military authorities to describe the material base necessary for 
the support of military operations. While the NATO Standing 
Group has formulated a technical definition, infrastructure in practice 
has been synonymous for most purposes with militar y cons struction. 

Only certain types of infrastructure commonly used by NATO 
forces have been accepted for multilateral international financing. To 
date, these items, which constitute a relatively small portion of the 
total infrastructure being built by all NATO countries, have been lim- 
ited to airfields, signal communications and headquarters. Airfields 
were accepted for international financing because SHAPE wished to 
construct NATO fields to a common operation standard so as to insure 
quick shifting of units from one field to another, Signal communica- 
tions projects were accepted because they were genuinely used by all 
member nations. Similarly headquarters being provide d for interna- 
tional staffs were considered real joint use projects. 

There have been three “shces” of infrastructure projects approved, 
and a fourth slice is before NATO now. The first slice, estimated to 
cost abined $90 million, was approved for financing without the partici- 
pation of the United States by the Western powers in June 1950. 
Most of the projects are now completed. 

The financing of the second slice, estimated at $225 million, was 
agreed to at the Ottawa Conference in September 1951, the United 
States participating and accepting a cost share roughly equiv: alent to 
the number of bases to be assigned to United States air units from both 
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first and second slice construction. The second slice program is 
proceeding, but not as rapidly as hoped, and it appears that total costs 
will be considerably higher than estimated at Ottawa. The financing 
of the third slice, estimated at $425 million, was agreed to at the 
Lisbon conference of NATO in February 1952, after long and difficult 
negotiations. 

The fourth slice program, as initially proposed by SHAPE, is now 
being screened by the NATO Staff. It is important that these pro- 
grams be subjected to the strongest possible budgetary and fiscal re- 
views, both before approval and during the actual construction. I 
do not believe there has been adequate control of these projects in the 
past, but I am encouraged by evidence of some progress toward estab- 
lishment of a strong, centralized budgetary authority. 

United States partic ipation in these programs of international in- 
frastructure has provided major impetus towards developing facilities 
with standards, characteristics, and capabilities available for truly 
international use, thereby fostering one of our key policy objectives— 
the true integration of the European military effort to achieve the 
maximum effectiveness with the greatest long-range economy. 

At the same time, the United States has been developing its own 
national infrastructure to support its forces in Europe. The construe- 
tion and funding of these programs is handled by the three military 
services under the direction of General Handy as Deputy for United 
States CINCEUR. However, the Military Facilities Division under 
SRE plays a major contributing role in the negotiation for base 
operating rights, construction agreements, tax relief arrangements, 
and related arrangements. 

The relationship between these two infrastructure programs is a 
problem which the Foreign Relations Committee should consider in 
reviewing the Mutual Security Program in 1953 


VII. CONCLUSIONS 


The picture as I saw it in Western Europe was reassuring, although 
not completely satisfying. In my view, the most important develop- 
ments have been: 

The progress in the buildup of a substantial military force 
and in the establishment of bases and supply lines as well as 
increased capacity in Europe to produce the matériel needed to 
support these forces; 

The nrogress toward Western Evropean integration—mili- 
tary, economic and _ political—based on genuine European 
initiative ; 

3. Some progress toward closer identification of West 
Europeans with United States policy objectives in Europe which 
are recognized as being at least consistent with their own policy 
Om 

. The emergence of a unified United States approach in thie 

‘arrving out of United States policy objectives in Kurope. 

Ne ‘vertheless, in my opinion, these developments have not yet pro- 
eressed far and fast enough to satisfy me that all that is possible is 
being done. 
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I have been impressed with the high quality, the earnestness and the 
patriotism of our United States representatives abroad with whom I 
have talked during this visit. I feel that most of them have an extra- 
ordinary grasp of the complicated problems they face and that they 
are skillful and tactful in developing the team spirit required in much 
of their work, both among themselves and with representatives of 
foreign countries. However, I feel that some of these men are not 
forceful enough in stressing the urgency of our joint programs from 
the American taxpayer’s viewpoint. i am fully aware that if ex- 
pressed too bluntly or badly timed, emphasis of this kind can be harm- 
ful, rather than helpful. However, I would like to feel that each of 
our regional and country team members is bearing constantly and 
prominently in his mind the very real urgency of his task. This 

task should be that of inspiring, catalyzing and pump priming a 
genuine European resurgence of political, economic, and military 
strength to resist aggression effectively at minimum long-term cost 
in American aid. By their example, the quantity and qu: lity of their 
performance, the standards they set for their American and foreign 
coworkers, and by their alertness and readiness to provide any short- 
cuts which will bring savings to the American taxpayer, they can 
go further toward inc cule ‘ating by osmosis the kind of spirit I would 
like to see among the foreign officials and politicians with whom they 

work. The added forcefulness I am recommending does not imply 
an attempt to dominate, to browbeat or to force the American point 
of view on their foreign colleagues. What I want to see is added 
forcefulness in persu: ading our uropean partners to understand in 
their own interest the urgency of our joint tasks. They must come 
to realize that this is their one last best chance to save free E urope and 
that American support cannot go on for one day longer or one dollar 
more than really necessary. 

The urgency is both economic and military. Economically, neither 
the United States nor the rest of the free world is ina position to carry 
indefinitely the extraordinary burdens imposed by the defense build- 
up. The surest, safest way to ease those burdens is to complete the 
build-up in the shortest practicable time. I concur in the statement 
of General Eisenhower more than a year ago to a subcommittee of 
the Foreign Relations Committee: 

The sure way to get half results for twice the cost is to make it a longer effort 
than it has to be. 

From the military point of view, the salient, overriding fact is that 
the Soviet threat is undiminished and therefore the urgent necessity 
of our own defensive build-up is undiminished. 

I am convinced that in Generals Ridgway, Gruenther, Handy, and 
Norstad, and in Ambassador Draper, we possess the regional leader- 
ship we need. With Ambassadors Dunn and Donnelly heading the 
two most difficult country teams and outstanding Americans like 
Ambassadors Eugenie Anderson, Myron Cowan, L ulewellyn Thomp- 
son, and Selden Chi apin and their colleagues captaining the remaining 
teams, I feel sure that our regional leaders can hope for the kind of 
cooperation at the country level that they need. It is especially com- 
forting to me to know that men like Charles A. Marshall in Copen- 
hagen and Michael S. Harris in Bonn are backing up our country 
team captains in the economic field. 
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I have the feeling. however, that the administrative machinery these 
men have to use is still somewhat cumbersome and overstaffed, that it 
contains bottlenecks and rigidities in staff patterns that should be 
broken through as soon as possible in order to increase effectiveness 
and reduce administrative costs. I liked the reminder signs I saw on 
some of our office walls, such as “Would you spend it if it were yours !— 
It is!” and those urging the boiling down of telegrams and reports 
to essential items. The size of the staff required ‘for a complicated 
international operation is bound to be appalling to an economy-minded 
Senator, although I realize that an organization like that cannot be 
run like a Senator’s office. I am convinced, nevertheless, that there 
can be real reductions of staff and of costs if the process of consolida- 
tion at the regional level is pushed forward. A reduction of 10 per- 
cent in the staff of the regional office below the levels of the three 
preceding regional offices in Europe has already been made. This 
has been achieved despite the fact that the new regional office has much 
wider responsibilities than those of the three earlier regional offices 
together, but even greater reductions are possible. 

I feel that in this past year the development of Ambassador Draper's 
office as special representative in Europe has added a very helpful new 
factor to the picture. I believe the tying together of our efforts at the 
country level through a regional organization is giving us a better 
balanced and more effective performance. In the long run it should 
assure us much greater returns for our money than did the rather in- 
complete coordination that existed before. The emergence of re- 
gional agencies and a regional outlook on the part of our European 
partners is an extremely necessary factor in building up a truly self- 
supporting European force capable of resisting Soviet prom 
without perpetual leaning on the American taxpayer. I therefore 
cannot stress too much the desir: ability of giving Ambassador Draper 
and his staff all freedom and support they ‘need to do the job assigned 
to oo 

I did not feel that progress had gone far enough toward general 
identification on the part of West Europeans with the policy objectives 
they have avowed in common with the United States, although I felt 
that distinct advances had been made in this connection. I have the 
feeling that there still is too much concentration on national inter- 
ests—more than is desirable in view of the urgency of our over-all 
problem. This arises partly from a misconception of American 
naiveté and partly from wishful thinking as to the real nature of the 
Soviet threat. There is some feeling that, whatever happens, the 
American taxpayer, in his own interest, is stuck with the problem of 
supporting the economies and the armies of his European allies. I 
emphasized and I hope our representatives on both the regional and 
country levels will emphasize that the continuation of American aid 
depe nds ver y largely on the continuing conviction on the part of the 
American taxpayer and his representatives in the Congress that these 
expenditures are worth while. 

There is no question in my mind that the expenditures so far made 
are worth while. IT wish that the contributions of our partners to our 
joint effort could have been larger. I think that they can and will be 
larger this coming year both because their capacities have grown and 
because their awareness of the need to contribute more fully has in- 
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creased. However, I cannot stress too strongly, as I have stressed 
with each of the forei ign officials IT have met, the need to consider in 
planning their political and economic action the effect on public opin- 
ion in the United States of any major action, or lack thereof, in 
carrying out our joint plans for the early attainment of collective 
security. Any action which tends to discourage the American tax- 
payer or to disturb his confidence in the contributions being made by 
his European partners should be very carefully considered before- 
hand. Such restraint is difficult, I know, when you consider the pres- 
sures to which internal political and economic realities subject 
statesmen of our partner nations today. However, I believe that too 
frequently there is timidity and overcaution in the unwillingness of 
foreign political leaders to face their electorate with unpleasant reali- 
ties. Also, all too often our own representatives are hesitant to exert 
upon these foreign officials the influence which might induce them to 
adopt a necessary but unpopular stand. It is in the nebulous area 
between what is easy to accomplish and what is politically impossible 
in any given foreign country that the skill of the operations of our 
regional and country missions abroad can operate and be judged. 
There is adequate scope and I believe we have adequate men—let’s 
encourage them to do an adequately hard-boiled job. 

I would also welcome more emphasis on the improvement of the 
economic position of private enterprise and the sharing of the bene- 
fits with individual workers. I realize that it is not possible to achieve 
this overnight in view of the traditions and economic patterns of long 
standing in Europe, but we should continue our programs in this 
field and exercise care that private enterprise is not hurt in the process 
of administering our aid program. 

I did not see enough of our information program to recommend 
any changes in its operation at this time. Although I was favorably 
impressed by the program’s personnel whom I met, I am still not 
impressed with the results they obtain. I do not underestimate the 
magnitude of the seaag they face, but somehow we must get the 
story of our American aid and American ideals better understood by 
the little man abroad. When we can get as close an identification of 
national and individual aspirations with ours on the part of the little 
man, the white-collar and middle-income groups as I have found in 
my talks with some top Government officials, we will be a long way 
on our route toward complete success. 

Progress toward European integration, as I have indicated above, 
is a most encouraging development. It is only by means of furthering 
and encouraging this development that we can hope to see Europe 
strong enough to stand eventually on her own feet. To permit inte- 
gration in the military and economic fields to become effective, there 
must be, I believe, some kind of political federation which should, of 
course, be shaped by Europeans Gnisiiene. 

With regard to the tempo in building up of our joint military forces, 
I can only express my confidence that every American official con- 
cerned with the program to whom I have talked is as fully aware of 
the need for speed and overtime effort as Tam. It is a truly stagger- 
ing task to build out of the ruins of postwar Europe a strong family 
of free nations capable of resisting successfully the Soviet threat. 
There has been a substantial build-up this year. I feel confident that 
we will see rapid strides made during the coming year. 
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To sum up, after some 4,000 miles of travel through the territory 
of six of our European partners, and discussions with leading officials 
and citizens in each country as well as with our American representa- 
tives, I feel encouraged and hopeful. We have been making real prog- 
ress in integrating our own programs. Although the progress of our 
European partners in integrating and accelerating their efforts and 
increasing their contributions is not yet what I would like to see, they 
have achieved a marked increase in pace during the past year. 

We are on the right track, although we are not traveling quite as 
fast as I feel we should. Therefore, I would suggest that we place 
greater emphasis on— 

1. A more forceful insistence in negotiations and joint planning 
on a maximum European contribution to the joint effort ; 

2. A more effectively persuasive explanation to the European 
average citizen of what we are jointly trying to do and why, in 
order to enlist his full support in his own interest; and 

3. A greater effort to reduce the staffs of all United States agen- 
cies in Europe. Overstafling is not only an undue expense; it 
also promotes inefficiency and overlapping, and presents a tempta- 
tion to extravagances which we cannot afford. 

Under existing or similar well-qualified leadership, I am convinced 
that with added emphasis on these points we will make as rapid 
strides toward mutual security in Europe as are possible in the 
immediate future. 
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APPENDIX II 
TERMS OF REFERENCE FOR THE UNITED STATES SPECIAL REPRESENTATIVE IN EUROPE 


Avousr 6, 1952. 
SRE Announcement No. 30 


Subject: A. Terms of Reference for the United States Special Representative in 
Europe and United States Permanent Representative to the North 
Atlantic Council. (Published as DMS EXEC 30, July 29, 1952.) 
B. Executive Order 10338, dated April 4, 1952—Coordination Proce- 
dures Under Section 507 of the Mutual Security Act of 1951. 


Purpose.—The documents reproduced herein are circulated for the information 
and guidance of agencies and missions concerned. (Document A has been 
editorially corrected to show “SR” and “US CINCEUR,” the currently correct 
abbreviations of the titles of the officers concerned. ) 

A. Terms of Reference for the United States Special Representative in Europe 
and United States Permanent Representative to the North Atlantic Council. 
(Published as DMS EXEC 30, July 29, 1952.) 

The Secretaries of State, Treasury, and Defense and the Director for Mutual 
Security, with the approval of the President, have agreed that United States 
participation in the North Atlantic Treaty Organization and the coordination 
and supervision of the Mutual Security Program in Europe are so interrelated 
that they can best be carried out by designating one official responsible for both 
functions in Europe (including Turkey). This official (SR) will be the United 
States Special Representative in Europe and the Permanent Representative to 
the North Atlantic Council and will have the rank of ambassador. 

The SR represents and speaks for the United States Government as a whole 
and acts basically for the President as the senior United States civilian repre- 
sentative on matters relating to the responsibilities and functions set forth 
below. 


Responsibilities and authorities 

The SR will— 

1. Serve as the Permanent Representative on the North Atlantic Council and 
as representative or observer on other European regional organizations and 
activities as may be assigned by appropriate United States agencies and assure 
coordination among the United States elements in Europe participating in or 
concerned with the functioning of such organizations and activities. 

2. Coordinate and supervise the Mutual Security Program activities in Europe 
and assure that United States economic and military assistance programs in 
Europe are effectively related, are designed to achieve the objectives of the 
Mutual Security Act, and are consistent with and in furtherance of established 
policies of the United States 

To accomplish these, the SR will— 

3. Act for the appropriate departments and agencies in carrying out their 
respective responsibilities for NATO matters. 

4. Act for the appropriate departments and agencies in following bilateral 
negotiations in Europe on matters within the purview of paragraphs 1 and 2 so 
as to insure consistency between the various bilateral negotiations and with 
over-all programs. 

5. Act for the Secretary of State in dealing multilaterally with European 
regional organizations and activities as they relate to United States foreign 
policy, and with the foreign policy aspects of United States assistance to the 
European countries to assure that the Mutual Security Program is carried out 
in accordance with and in furtherance of the objectives of United States foreign 
policy. 

6. Act for the Director for Mutual Security in providing continuous super- 
vision and general direction of the Mutual Security Program in Europe in 
accordance with the responsibilities of the Director for Mutual Security under 
Section 501 of the Mutual Security Act of 1951. 

7. Act for the Director and Deputy Director for Mutual Security with respect 
to economic, production, and financial aspects of the Mutual Security Program 
which are of interest to MSA and in providing representation to or liaison with 
appropriate BKuropean economic and regional groups. In accordance with dele- 
gations from the Director and Deputy Director for Mutual Security, he will 
supervise the MSA missions in Europe to the end of assuring their effective 
operation. 
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S. Act for the Secretary of Defense in Europe with respect to his Mutual 
Security Program activities. Within this general responsibility he will insure 
that the programs of military assistance are effectively related to the United 
States objectives in NATO and are coordinated with other elements of the 
Mutual Security Program. 

There will be full coordination between the SR and the U.S. CINCEUR (United 
States Commander in Chief, Europe). The SR may secure advice from U. 8. 
CINCEUR and other military officers designated by the Secretary of Defense or 
the Joint Chiefs of Staff on problems falling within the SR’s area of responsibility. 

The SR will supervise those United States regional activities concerned with 
the multilateral aspects of defense production in Europe which are of interest 
to the Secretary of Defense. 

9. Act for the Secretary of the Treasury with respect to his responsibilities 
for broad economic and financial policy questions arising in or related to 
European regional organizations and activities. 

10. Carry out such additional responsibilities as may be assigned by the Presi- 
dent, or, when consistent with the general purposes of these terms of reference, 
by the appropriate United States agencies. 

Instructions to the SR 

The SR will receive appropriately coordinated instructions from the Depart- 
ments of State, Treasury, and Defense, the Office of the Director for Mutual 
Security, and the Mutual Security Agency. Other interested agencies will 
participate in the formulation of such instructions as appropriate. 


Reporting channels to Washington agencies 


The SR, in carrying cut his responsibility and authority, will report to the 
responsible department or agency head, and, where appropriate, to the President. 


Communications with other governments 


The SR will communicate with other governments through their NAT Perma- 
nent Representatives, through other regional representatives, or directly at the 
ministerial level. He will communicate at the ministerial level through or 
with the approval of the Chief of Diplomatic Mission. He will obtain the 
approval of the Secretary of State and other interested agency heads for the 
inclusion of any new major policy aspects contained in such communications. 


Relationship to country teams 


At the country level, the Chief of Diplomatic Mission exercises coordination, 
general direction, and leadership of the country team concerned with the Mutual 
Security Program which includes the MSA Mission, the Diplomatic Mission, 
the MAAG, and, where appropriate, the Treasury Representative. The role of 
the Chief of Diplomatic Mission will be exercised in accordance with the pro- 
Visions of Section 507 of the Mutual Security Act of 1951 and Executive Order 
LOS38 of April 4, 1952. The Chief of Diplomatic Mission and the SR will keep 
each other fully informed and will consult with each other on all matters 
affecting their responsibilities with respect to NATO, other regional organiza- 
tions and activities, and the Mutual Security Program, including differences of 
opinion among members of the country team which must be resolved at higher 
levels. Any reference of differences of opinion to Washington under Executive 
Order 10338 shall be accompanied by an indication of the views of SR. Chiefs 
of Diplomatic Mission will continue to receive their instructions directly from 
the Secretary of State on behalf of the President. 


Internal organization 


The SR will organize his office and staff in a manner best suited to meet his 
responsibilities as the Representative of the President and his duties on behalf 
of the agencies he represents. He will be responsible for providing direction, 
supervision, and coordination to his staff, and such staff will be responsible 
solely to him for the performance of their duties. The SR is authorized to call 
upon the Departments and agencies he represents to provide assistance in his 
staff 

The SR’s staff will not be rigidly compartmented. In order to eliminate dupli- 
cation between the elements of the staff, and to assure cohesion and unity of 
the organization as a whole, each element will draw upon the others for advice, 
staff assistance, and representation on national and international organizations 
in the area of their respective special fields. 

s/ Harry TRUMAN, 
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APPENDIx IV 
COMPOSITION AND FUNCTIONS OF THE CouNTRY TEAM 


B. Executive Order 10338, dated April 4, 1952—Coordination Procedures Under 
Section 507 of the Mutual Security Act of 1951. 


By virtue of the authority vested in me by section 507 of the Mutual Security 
Act of 1951, 65 Stat. 373 (Public Law 165, 82d Cong., approved October 10, 1951), 
and as President of the United States and Commander in Chief of the armed 
forces of the United States, it is ordered as follows: 

SecTION 1. Functions of the Chief of the United States Diplomatic Mission. 
(a) The Chief of the United States Diplomatic Mission in each country, as the 
representative of the President, and acting on his behalf, shall coordinate the 
activities of the United States representatives (including the chiefs of economic 
missions, military assistance advisory groups, and other representatives of agen- 
cies of the United States Government) in such country engaged in carrying out 
programs under the Mutual Security Act of 1951 (hereinafter referred to as the 
Act), and he shall assume responsibility for assuring the unified development and 
execution of the said programs in such country. More particularly, the fune- 
tions of each Chief of United States Diplomatic Mission shall include, with re- 
spect to the programs and country concerned: 

(1) Exercising general direction and leadership of the entire effort. 

(2) Assuring that recommendations and prospective plans and actions of the 
United States representatives are effectively coordinated and are consistent with 
und in furtherance of the established policy of the United States. 

(3) Assuring that the interpretation and application of instructions received 
by the United States representatives from higher authority are in accord with 
the established policy of the United States. 

(4) Guiding the United States representatives in working out measures to 
prevent duplication in their efforts and to promote the most effective and efficient 
use of all United States officers and employees having mutual security responsi- 
bilities. 

(5) Keeping the United States representatives fully informed as to current 
and prospective United States policies. 

(6) Prescribing procedures governing the coordination of the activities of 
the United States representatives, and assuring that these representatives shall 
have access to all available information essential to the accomplishment of their 
prescribed duties 

(7) Preparing and submitting such reports on the operation and status of the 
programs under the Act as may be directed by the Director for Mutual Security. 

(b) Kach Chief of United States Diplomatic Mission shall perform his func- 
tions under this order in accordance with instructions from higher authority and 
subject to established policies and programs of the United States. 

(c) No Chief of United States Diplonratic Mission shalt delegate any funetion 
eonferred upon him under the provisions of this order which directly involves the 
exercise.of direction, coordination, or authority. 

Section 2. Referral of unresolved matters.—The Chief of the United States 
Diplomatic Mission in each country shall initiate steps to reconcile any divergent 
views arising in the country concerned with respect to programs under the Act. 
If agreement cannot be reached the Chief of the United States Diplomatic Mis- 
sion shall recommend a course of action, and such course of action shall be fol- 
lowed unless a United States representative requests that the issue be referred 
to higher authority for decision. If such a request is made, the parties concerned 
shall promptly refer the issue to higher authority for resolution prior to taking 
action at the country level. The Director for Mutual Security shall assure ex- 
peditious decisions on matters so submitted. 

Secrion 3. Effect of order on United States representatives.—(a) All United 
States representatives in each country shall be subject to the responsibilities 
imposed upon the Chief of the United States Diplomatic Mission in such country 
by section 507 of the Mutual Security Act ef-1951 and by this order. 

(b) Subject to compliance with the provisions of this order and with the pre- 
scribed procedures of their respective agencies, all United States representatives 
affected by this order (1) shall have direct communication with their respective 
agencies and with such other parties and in such manner as may be authorized by 
their respective agencies, (2) shall keep the respective Chiefs of United States 
Diplomatic Missions and each other fully and currently informed on all matters, 
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including prospective plans, recommendations, and actions, relating to programs 
under the Act, and (3) shall furnish to the respective Chief of United States 
Ibiplomatic Missions, upon their request, documents and information concerning 
the said programs, 

Section 4. Further coordination procedure.—The Director for Mutual Security 
shall be responsible for assuring the carrying out of the provisions of this order. 
He is authorized to prescribe, after consultation with the interested Government 
agencies, any additional procedures he may find necessary to carry out the 
provisions of this order. 

Section 5. Prior orders.—(a) To the extent that provisions of any prior order 
are inconsistent with the provisions of this order, the latter shall control, and 
any such prior’ provisions are amended accordingly. All orders, regulations, 
rulings, certificates, directives, and other actions relating to any function affected 
by this order shall remain in effect except as they are inconsistent herewith or 
are hereafter amended or revoked under proper authority. 

(b) Nothing in this order shall affect Executive Orders Nos. 10062, 10063 and 
10144 of June 6, 1949, June 13, 1949, and July 21, 1950, respectively. 

(c) Executive Orders Nos. 9857, 9862, 9864, 9914, 9944, 9960, 10208, and 10259 
of May 22, 1947, May 31, 1947, May 31, 1947, December 26, 1947, April 9, 1948, 
May 19, 1948, January 25, 1951, and June 27, 1951, respectively, are hereby 
revoked. 

Harry S. TRUMAN, 
WILLIAM H. Draper, Jr., 
United States Special Representative in Europe. 
THE WHITE Housks, April 4, 1952. 
Distribution “A”, 





